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BENNY WAMPLER: Good norning. M nane is Benny

Wanpler. |'mDeputy Director for the Departnent of M nes,
M neral s and Energy, and Chairman of the Gas and G| Board.

"1l ask the nenbers to introduce thenselves, starting with

M. Brent.

MASON BRENT: My nanme is Mason Brent. |'mfrom
Ri chnond and | represent the gas and oil industry.

KEN M TCHELL: M/ nane is Ken Mtchell. |'mfrom
Stafford, Virginia. |I'ma citizen appointee

SHARON PI GEON:  |'m Sharon Pigeon. |'mnot on the
Board. |I'mhere to advise. I'mfromthe office of the

Attorney General.

DONALD RATLI FF: |'"'mDonald Ratliff. I'mfrom W se

County. I'ma coal industry representative.

JIMMINTYRE: JimMliIntyre, fromWse, Virginia.

I'"'ma citizen appoi ntee.

BOB W LSON: |''m Bob WI son. I'mthe Director of

the Division of Gas and G| and principal executive to the
staff of the Board.

BENNY WAMPLER:  Thank you. The first itemon

today's agenda is a petition from CNX Gas Conpany, LLC, for
pooling of a coal bed nethane unit AW102. This is docket

nunber VGOB-03-0819-1165. W have a request for a
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continuance of that. Wthout an objection, that will be
conti nued.

Then there's a request to conbine itens two through
seven on the agenda. That's a petition from CNX Gas Conpany,
LLC, for pooling of a coal bed nethane unit AZ-107, docket
nunber VGOB-03-0819-1166; and AZ-114 with the docket nunber
1167; and unit BE-114, docket nunber 1168; unit BF-115,
docket number 1169; unit BD- 113, docket nunmber 1170; and BB-
108, docket nunmber 1171. We'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may conti nue.

MARK SWARTZ: Les, do you want to state your nane

for the record?

LESLIE K. ARRINGTON: Leslie K. Arrington.

(Leslie K. Arrington is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON
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QUESTI ONS BY MR SWARTZ:

Q Who do you work for?

A CNX Gas Conpany.

Q What do you do for thenf

A " mthe environnental and permtting

manager .

Q Were you the fellow that was responsible for
the preparation of the notices, the applications and the
exhibits, and either did it yourself or had done under your
direction with regard to the six units that we're going to be
t al ki ng about today?

A Yes, | did.

Q Is the applicant in all six of these
applications CNX Gas Conpany, LLC?

A Yes, it is.

Q And are all six of these applications Mddle
Ri dge units?

A Yes.

Q And for once, | think all six of the units
contain exactly the sane anount of acreage, which is 58.74
acres?

A That's correct.

Q There is one frac well proposed for each of
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t hese units?
A Correct.
Q Wth the exception of docket itemtw and

docket item six, which would AZ-107 and BD- 113, are the other

proposed wells in the drilling w ndows?

A Yes, they are.

Q And in these instances, the docket itens two
and six, the one well is not in the w ndow?

A It is not.

Q But, however, you've already apparently

recei ved an exception and you've drilled both of those wells?

A AZ- 107 has not been.

Q Ckay. And...but the locations, all of the
wells are shown on the plats?

A Yes, it is.

Q Ckay. In all instances, who is it that
you' re requesting be the Board's operator if these units are
pool ed?

A CNX Gas Conpany.

Q CNX Gas Conpany is a Virginia Limted...or
Virginia General Partnership, is that right?

A Yes.

Q They converted, | guess, to a limted
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l[iability conpany?
A Yes.
Q Ckay. |Is CNX Gas Conpany authorized to do
busi ness in the Comobnweal t h?
A Yes, it is.
Does it have a bl anket bond on file?
Yes.
Has it registered with the DMVE?

Yes, it is.

o > O »

Have you |isted the nanes of the
respondents, neaning the people that you' re seeking to pool,
in both the notice of hearing and Exhibit B-3 in each of

t hese applications?

A Yes, we have.

Q And what did you do to notify those people
of this hearing today?

A W mailed by certified nail/return receipt
requested. W published each one of the notice of hearings
and | ocation map in the Bluefield Daily Tel egraph.

Q Ckay. And have you filed a couple of copies
of these certifications with regard to mailing and the proofs
of publication with M. WIson and the Board this norning?

A. Yes, we have.



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q In fact, those were passed out...well, I'm

not sure. But they may have been passed out to the Board as

wel | .
" m not sure.
Q | don't know. | think we changed our
pr ocedure.
A Yeah, we changed it.
Q So we're not killing quite so many trees.

Ckay, but you filed those this norning?

A Yes, we did.

Q Ckay. And did you nail to everyone for whom
you had an address?

A Yes, we did.

Q And the cards...the return mail cards and
the receipts and so forth are in your filing so we can see
who you nailed to and when you mailed and so forth?

A That's correct.

Q Do you wish to add any respondents to any of

t hese units?

A "Il have to go through. Not add, no.
Q Ckay. WII there be sone dismssals? It
| ooks like there will be sone dismssals in BB-108 and we'l |

get to that eventually.
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A Yes.
Q Ckay, but other than BB-108, the other units

you're satisfied with the...with the Iineup?

A Yes.

Q You don't wish to add anybody or subtract
anybody?

A Correct.

Q Wth...as wll becone evident when we go

t hrough your standing, in other words, what...what acreage of
interest you've acquired here, it wll becone obvious that
you' ve really leased a significant anount, in fact, a
majority of this acreage, correct?

A That's right.

Q What terns have you offered to the fol ks
that you' ve been able...you ve been successful in obtaining
| eases fronf

A The standard coal bed net hane | ease, a five
year term a dollar per acre per year wwth a one-eighth
production royalty.

Q And woul d you reconmend those sane terns to
the Board in the event that they were to pool these units as
the lease terns for folks that are deened to have been

| eased?
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A Yes, we woul d.

Q Now, each of these units, as we noted
earlier, is a Mddle R dge unit, right?

A Yes.

Q And the Mddle Ridge unit woul d produce
coal bed net hane gas fromthe Jawbone down, assunming that the
Jawbone is actually bel ow drai nage?

A That's correct.

Q And there's...there's a frac well proposed
for each of these units?

A Yes.

Q Ckay, let's...let's go through the units and
the specific information one at a tinme here now, starting
wi th docket itemtwo, AZ-107. There are no anended Exhibits
wth regard to that, correct?

A Correct.

Q The only fol ks you're pooling here are the
Commonweal th of Virginia, VDOI and Nellie Kate Dye, correct?

A That's correct.

Q And in this instance, you were pooling what
i nterest and what percentage?

A We're pooling 1.2427% of the coal, oil and

gas interest.

10
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Q
A

Q

there is no

A

the well ?

Q
A
permt appl
Q
A
Q
A

Q

o > O >» O

Ckay. And have you | eased the bal ance?

Yes, we have.

As | go through this application, | see that
requi renent for escrow what soever?

No.

So these people can be paid directly?

Yes.

Has this well been drilled?

No.

Ckay. Wiat's the estinmated cost to dril

$246, 037. 29.

Do you have a permt?

Yes, we do. But we've also filed an anended
cation. It was filed on June 3rd of 2003.

And the original permt nunber was 55407

Yes, it was.

The estinmated depth of this well?

2673.

Ckay. Turning to docket itemthree, okay,

whi ch woul d AZ-114. There are no anended exhibits with

regard to this unit, is that correct?

A

That's correct.

11
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Q
A

Q

Has this well been drill ed?
Yes, it has.

What's the estinated cost to conplete the

wel | for production?

A

Q
A
Q

$246, 238. 66, to a depth of 2,588.2 feet.
VWhat's the permt nunber?
5373.

kay. Here, would you tell the Board the

percentage of the coal clains and the percentage of the oi

and gas clains that you' re seeking to pool ?

A

Yes, we're seeking to pool 4.9012% of the

coal owners claimto coal bed net hane; and 7.7761% of the oi

and gas owners claimto coal bed net hane.

Q

Ckay. And have you | eased the bal ance of

the clains with regard to both coal, oil and gas?

A
Q

Yes, we have.

Ckay. Does this unit require escrow for

Tract 7 because of an address unknown?

A.
Q

Yes.

| s escrow al so required because of certain

conflicts in Tracts 4 and 5?

A
Q

Yes.

And there's an Exhibit E whi ch addresses

12
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t hose conflicts?

A Yes.

Q Okay, turning to docket itemfour. This
one, we do have sone revised exhibits, correct?

A Yes.

Q And have you filed both revised Exhibits A,

page two and Exhibit B-3 with the Board?

A Yes, we have.

Q Ckay. Is this well in Exhibit BE-114
drilled?

A No.

Q Ckay. Wiat's the estinmated cost to drill

and conplete this proposed well?

A $240,194.03, to an estimated depth of 2,571
feet.

Q And what's the...what's the permt nunber?

A 5781.

Ckay. W have...the only escrow requirenent
here woul d be an address unknown in Tract 2, is that correct?
A That's correct.
Q Ckay. Wth regard to the revised Exhibits,
let's go to A page Two. \What is the percentage of coal and

oil and gas interest and clains that you' re seeking to pool?

13
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met hane.

Q

1.4205% of the coal, oil and gas coal bed

Okay. And that woul d nean that you have

al ready acquired, by |ease or otherw se, 98.5795% of the coal

and oil and gas clains, correct?

A
Q

t he change?

A

Q
A
Q

turning to docket

Yes, that's correct.

And revised Exhibit B-3, what was...what was

We...our percent of interest changed.

And the royalty partners and so forth?

Yes.

Ckay, | see that. Al right. Gay, now,
item nunber five, which is BF-115. You've

got sone anended Exhibits there, right?

A
Q

Yes.

We'll get to those in a mnute. This...is

this well drilled yet?

A.
Q

No.

Ckay. Wiat's the estinmated cost to drill

and conplete this well?

A

Q
A

$249, 495. 46, at a depth of 2,816 feet.
What's the permt nunber?

5818.

14
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Q Ckay. And in this unit, we've also got an

addr ess unknown in Tract 2, correct?

A Yes.

Q And that's the only escrow requirenent?
A Yes.

Q Turning to the revised Exhibits and let's

start with A page two. Wuld you tell the Board what
interest you' ve acquired and what interest you're seeking to
pool ?

A We're seeking to pool 2.0604% of the coal
and gas owners claimto coal bed nethane and we have | eased
97.9396% of the coal, oil and gas.

Q And what was the change in revised Exhibit

B-3? The percentage, again, it looks like it's in Tract---?

A Yes.
Q ---in Tract 2, correct?
A Yes.

SHARON PI GEON:  Coul d you do the depth again on

t hat one?

MARK SWARTZ: Sur e. It was 2816, | believe.

LESLI E K. ARRI NGTON:  Yes.

SHARON PI GEON:  Ckay.

Q Nunmber ... docket item nunber six, which is

15
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unit BD-113. Is this well drilled?
A Yes, it is.
Q Ckay. And what would you estimate to be the

conpleted well costs?

A $249,539. 08, at a depth of 2,532.8 feet.
Q Permt nunber?

A 5072.

Q And in this unit, there is an address

unknown in Tract 3 that's going to require escrow?
Yes.
And other than that, there's no reason to
escrow?
A Correct.
Q There are sone...a couple of revised
exhibits also with regard to BD-113, correct?
A Yes, that's correct.
Q Let's go to Exhibit A page two, and tel
the Board the interest you' re seeking to pool and the
i nterest you've already acquired.
A W' re seeking to pool 0.8215% of the coal,
oil and gas owners claimto coal bed nethane. W have | eased
99.1785% of the coal, oil and gas owners claimto coal bed

met hane.

16
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Q And then we've got this percentage change in
Tract 3 in this unit---7?
A That's correct.
---which woul d be the reason for the Revised
B- 3?
A Yes.
Q kay. And lastly, with regard to docket

item seven, which is BB-108. Is this well drilled?

A BB-10. . . no.

Q And you don't have a permt for this?

A No, we do not.

Q What is your estimated conpleted well costs
here?

A $249, 153. 40, depth of...estimted depth of
2,625 feet.

Q We've got a requirenent of escrow here

because of an unknown, or address unknown, in Tract 3,
correct?

A That's correct.

Q And ot her than that, there is no reason to
escrow wth regard to this unit?

A Correct.

Q Let's turn to the revised exhibits that you

17
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filed this norning. Let's start with A page two.

A Yes.

Q Wiy don't you tell the Board what interest
you' re seeking to pool and what interest you've already
acqui red?

A We're seeking to pool 1.8577% of the coal,
oil and gas owners claimto coal bed net hane and we have
| eased 98.1423% of the coal, oil and gas owners claimto

coal bed net hane.

Q Ckay. And if we look...let's start with B-2

here. If we |look at Exhibit B-2, it appears that you are
seeking to dism ss a nunber of folks that are---.

A Yes.

Q ---identified in Exhibit B-2 because you
have between the tine you filed this application and
t oday---7?

A Yes.

Q ---or the 18th when this exhibit was

revised, you've |eased a bunch of additional folks and that's

the reason you' re seeking to dism ss these peopl e?

A. Yes, we are.
Q And then correspondi ngly, because you' ve
obt ai ned these additional | eases, | would assune that the

18
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change in Exhibit B-3 is to delete the fol ks that you've
| eased that would no | onger be respondents when this unit is
pool ed?

A That's correct.

Q Wth regard to all six of these units, is it
your opinion that the plan of devel opnent that is disclosed
by the application and the related exhibits is a reasonable
pl an to devel op the coal bed nethane fromw thin and under

these six units for the benefit of all owners and cl ai mants?

A Yes, it is.
Q Is it also your opinion that this...the
proposed well in each of these units will...and coupled with

the pooling and the | eases you' ve al ready obtai ned, protect
the correlative rights of all owners and all clainmants and
all unl ocat eabl e fol ks?

A Yes, it wll.

Q That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Go back to unit BF-115, please.

MARK SWARTZ: (Ckay.

BENNY WAMPLER: Exhi bit B-3. | don't think we had

19
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a di scussion on what took place there.

LESLIE K ARRINGION: That's what we had originally

in this group of owners. W had their percentage of interest
incorrect. That's the reason we're correcting our percentage
of interest here.

BENNY WAMPLER:  And it only affected this one unit?

LESLIE K ARRINGTON: No, actually there---.

MARK SWARTZ: No, it was three.

LESLI E K. ARRI NGTON: ---was three of them It was

t hose t hree.

BENNY WAMPLER: Those t hree?

MARK SWARTZ: It's the...it's the sane party in

t hose---.

BENNY WAMPLER: The three we have---.

MARK SWARTZ: This Gent Realty was in three units

and their percentage changed in all three.

BENNY WAMPLER: But it didn't change in |like the

one that we just tal ked about where Fred Gent was in? The
| ast one we di scussed.

LESLI E K. ARRI NGTON: No, that's correct.

BENNY WAMPLER: s that correct?

LESLIE K. ARRINGTON: That's correct. That's a

different group---.

20
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BENNY WAMPLER:  Ckay.

LESLI E K. ARRI NGTON: ---in BB-108, | believe is

t he one you' re speaking of.

BENNY WAMPLER:  Yes, BB-108.

LESLI E K. ARRI NGTON:  Yes.

BENNY WAMPLER: But it was the sane...it was the

sane Fred Gent and sane address.

LESLI E K. ARRI NGTON: Yes, it's the sane Fred, but

different group of people.

BENNY WAMPLER:  All right. Oher questions from

menbers of the Board?

MASON BRENT: | have just one.

BENNY WAMPLER: M. Brent.

MASON BRENT: On AZ-107, | think you said that you

filed an anmended permt.

LESLI E K. ARRI NGTON: Yes, | have.

MASON BRENT: What was the purpose for the

anendnent ?

LESLIE K. ARRINGTON: W had to...we were actually

up on the strip bench in a field pasture and we're trying to
satisfy the surface owner in that field pasture, to try to
tweak it around to get an exact |ocation that he wants us to

be.

21
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MASON BRENT: |Is that what took you out of the

wi ndow?
LESLIE K ARRINGTON: No, it is not. Well, to be

on that bench, we can't get over the side of the hill

You're either in the valley or up on the strip bench. 1In the
valley, there's a tract...unleased tract there, consent to
stinulate, for one reason that we can't be in the valley.
Then it's also very congested in the valley.

BENNY WAMPLER. Ot her questions?

DONALD RATLI FF: M . Chai r man.

BENNY WVAMPLER M. Ratliff.

DONALD RATLI FF: AZ-107 and BB-113 are outsi de of

the drilling window. You said we had previously approved.

LESLI E K. ARRI NGTON: M. WIson has.

DONALD RATLI FF:  Ckay.

BENNY WAMPLER:  Those permts are issued, right?

LESLI E K. ARRI NGTON: Yes. On the revis...revised

AZ-107, I'mnot sure if it's issued right now on the revised
appl i cation.

MARK SWARTZ: The original was issued.

LESLI E K. ARRI NGTON: The original was---.

BENNY WAMPLER: Ri ght.

LESLIE K. ARRINGTON: ---but we had to nove it just

22



1 alittle to accommpdate the surface owner.

2 BENNY WAMPLER: Ot her questions from nenbers of the
3 Board?

4 (No audi bl e response.)

5 BENNY WAMPLER: Do you have anything further?

6 MARK SWARTZ: No, Your Honor.

7 BENNY WAMPLER: |s there a notion?

8 KEN M TCHELL: Motion for approval, M. Chairman
9 DONALD RATLI FF:  Second.

10 BENNY WAMPLER:  Mbtion and second. Any further

11 di scussi on?

12 (No audi bl e response.)

13 BENNY WAMPLER.  All in favor, signify by saying

14 vyes.

15 (Al nmenbers signify by saying yes.)

16 BENNY WAMPLER.  Opposed, say no.

17 (No audi bl e response.)

18 BENNY WAMPLER:  You have approval. Thank you.

19 MARK SWARTZ: Thank you all

20 BENNY WAMPLER: The next itemon the agenda is a
21 petition from Equitable Production Conpany for a well

22 | ocation exception for proposed well V-502682, docket nunber
23 VGOB-03-0819-1172. W' d ask the parties that wish to address
24

)
1

23



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

the Board in this matter to cone forward at this tine.
(Pause.)

BENNY WAMPLER:  Good nor ni ng.

JIMKISER  How are you doi ng?
BENNY WAMPLER: Good. How are you?

JIMK SER Pretty good. M. Chairman and nenbers
of the Board, JimKiser on behalf of Equitable Production
Conmpany. Qur witness in this matter will be M. Don Hall.
We'd ask that he be sworn at this tine.

(Don Hall is duly sworn.)

BENNY WAMPLER:  The record wll show there are no

others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER:

Q M. Hall, if you' d state your nanme for the
record, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landnman.

Q And are you famliar with the |and invol ved
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here and in the surrounding area and the application that we
filed seeking a | ocation exception for well V-5026827?

A Yes.

Q Have all interested parties been notified as
required by Section 4(B) of the Virginia Gas and G| Board
Regul ati ons?

A They have.

Q Wul d you indicate at this tinme for the
Board the ownership of the oil and gas underlying the unit
for well number V-5026827?

A Penn Virginia Ol and Gas Corporation owns a
100% of the oil and gas.

Q And does Equitable have the right to operate
the reciprocal wells, the well that we're seeking a variance
from that being well nunber 100127?

A V¢ do.

Q Coul d you explain for the Board why a
| ocati on exception is needed for this well?

A This was...this was the |ocation that the
coal conpany chose to have the | east inpact on their coal.

Q And we're seeking an exception of a 150 feet
from anot her one of your own wells and there's no correl ative

rights issues because the acreage in the surrounding units is
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al so Penn Virginia acreage?

A That's correct.
Q s that right?
A That's correct.
Q Ckay. In the event this |ocation exception

were not granted, would you project the estimated | oss of
reserves resulting in waste?

A 400 mllion cubic feet.

Q And the total depth of the well under the

applicant's plan of devel opnent?

A 5384 feet.

Q And that's consistent with a well work
permt?

A Yes.

Q And you're requesting that this | ocation

exception cover convention gas reserves to include the
designated formations fromthe surface to the total depth
drilled?

A Yes.

Q And in your professional opinion, would the
granting of this |location exception be in the best interest
of preventing waste, protecting correlative rights, and

maxi m zing the recovery of the gas reserves underlying the
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unit for V-502682?

A Yes.

JIMKI SER  Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: |'d point out that the reciprocal well

is shown as 10,012. That's an invalid well nunber according
to our files. That's an old nunber. It needs to be changed
to VAP133554, | believe.

BENNY WAMPLER: Read that again. VAP11---.

BOB WLSON: 133554.

(M. Kiser and M. Hall confer.)
JIMKISER Do we need to file a revised plat?
BOB WLSON: Pl ease.

JIM KI SER Ckay.
DON HALL: Ckay.
BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?

MASON BRENT: | have one, M. Chairman, if | nay.

BENNY WAMPLER: M. Brent.
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MASON BRENT: Do you know what the depth is of that

VAP1335547?

DON HALL: No, | don't. But it's probably in the
sane area, the sane...near the sane depth as the well...it
woul d be in the sane formations, in other words.

MASON BRENT: And what are you estimating that

depth to be?
JIM KI SER  5384.
MASON BRENT: 5384.

DON HALL: Yeabh.

BENNY WAMPLER. Ot her questions?

(No audi bl e response.)

BENNY WAMPLER. And you have agreed to file a

revised location...well |ocation plat?

JIMKISER  Yes, sir, M. Chairnman.

DON HALL: Yes.

JIMKISER W'd ask that the application be
approved as submtted with the condition that we file a
revised plat to note the correct well nunber in accordance
with M. WIlson's comment.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

KEN M TCHELL: Second.
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BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of a conventional gas unit V-535835, docket
nunmber VGOB-03-0819-1173. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser, again, on behalf of Equitable Production Conpany.
Again, our witness would be M. Hall. He has got a revised
set of exhibits that we're passing out that will reflect
addi tional |eases that have been picked up since the tine of
the filing of the application. So, what you'll have is a
revised Exhibit B, a...by definition, an Exhibit B-2 to show
t hose additional |eases, and then B-3 which will show the
parties that remain unl eased.

BENNY WAMPLER: The record will show there are no
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others. You may proceed.
DON HALL
QUESTI ONS BY MR, Kl SER

Q M. Hall, if you' d again state your nane for
the record, who you' re enployed by, and in what capacity?

A My nanme is Don Hall. |I'm enployed by
Equi t abl e Producti on Conpany as District |andman.

Q And do your responsibilities include the

| and i nvol ved here and in the surroundi ng area?

A They do.
Q And are you famliar with Equitable's
application for the establishnent of a drilling unit and

seeking a pool order for EPC well nunber V-535835, which was
dated July the 11th, 2003?

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A V¢ do.

Q Now, prior to filing this application, were
efforts made to contact each of the respondents and i nterest
owners within the unit and an attenpt nade to work out a
voluntary | ease?

A. Yes.
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Q VWhat was the interest of Equitable within
the unit at the time we filed the application?

A 82.55% was | eased at the tine that we filed
t he application.

Q Ckay. Now, are you famliar with the
ownership of parties other than Equitable underlying the
unit?

A Yes.

Q At the tine of the filing of the
application, was the unleased portion of the unit 17.45%

A Yes.

Q Now, subsequent to the filing of the
application, did you continue to attenpt to reach an
agreenent with the unl eased respondents that were |isted at
the original Exhibit B?

A Yes.

Q Ckay. As a result of these efforts, | think
we've already stated we filed a revised set of Exhibits B, B-
2 and B-3 that reflect sone of the...or all of the additional
| eases that you've picked up since the tinme of filing of the
application. |[If you just want to take a m nute and ki nd of
go through that with the Board.

A Ckay. W've...if you'll ook at Exhibit B-
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2, the people listed in each one of those tracts have been

| eased since...since we nade the application for the force
pooling, leaving the parties listed in Exhibit B-3 as the
only unl eased parties at this tine. And if you notice in B-3
each...there's only...actually only two parties. They own an
interest in three small tracts there. Efforts are continuing
to...to also lease them But at this point in tinme we
haven't been able to do that.

Q So, this may even be a unit that down the
road we can ask the Board to dism ss the order and becone a
voluntary unit?

A It's possible.

Q Ckay.

(M. Kiser confers with M. Hall.)

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in the various Exhibit Bs?

A Yes.

Q And are the addresses set out in the revised
Exhibit Bs, the |l ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B-37?
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A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, five year termand a

one-ei ghth royalty.

Q Did you gain this famliarity by acquiring
oil and gas | eases and ot her agreenents involving the
transfer of drilling rights in the unit involved here and in
t he surroundi ng area?

A Yes.

Q I n your professional opinion, do the terns
you just testified to represent the fair market val ue of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

Q All right. Now, based on your testinony as
to those respondents who have not agree to voluntarily | ease,
do you recommend that those listed in Exhibit B-3 who remain

unl eased be allowed the followi ng options with respect to
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their ownership interest within the unit: One,

participation; twd, a cash bonus of five dollars per net

m neral acre plus a one-eighth of eight-eighths royalty; or
three in lieu of a cash bonus and one-ei ghth of eight-eighths
royalty, a share in the operation of the well on a carried
basis as a carried operator under the follow ng conditions:
Such carried operator should be entitled to his share of
production fromthe tracts pooled accruing to his interest
exclusive of any royalty or overriding royalty reserved in
any | eases, assignnents thereof or agreenents relating
thereto of such tracts, but only after the proceeds
applicable to his share equal A), 300% of the share of such
costs applicable to the interest of the carried operator of a
| eased tract or portion thereof; or B), 200% of the share of
such costs applicable to the interest of a carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
el ections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25328, Attention: Melanie
Freeman, Regul atory?

A. Yes.
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Q And should this be the address for all
communi cations with the applicant concerning any force
pool i ng order?

A They shoul d.

Q Do you recommend that the order provide that
if no witten election is properly made by a respondent, then
such respondent shall be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d t he unl eased respondents be given 30
days fromthe date the order is executed to file their
witten el ections?

A Yes.

Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect that party
electing to participate to pay in advance that party's share
of conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a 120 days

follow ng the recordation date of the Board order and
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thereafter annually on that date until production is achieved
to pay or tender any cash bonus becom ng due under the force
pool i ng order?

A Yes.

Q Do you recommend the order provide if a
respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for the paynent of those costs, then the
respondent’'s election to participate should be treated as
havi ng been w t hdrawn and voi d?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of the well costs, any cash sum
becom ng payable to that respondent be paid within 60 days
after the | ast date on which such respondent could have paid
or made satisfactory arrangenents to pay those costs?

A Yes.

Q This is a conventional well. So, we do not
have a conflicting claimants situation. W do not have any
unknown interest owners. So, the Board does not need to
establish an escrow account, is that correct?

A. That's correct.
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Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of the proposed
wel | under the plan of devel opnent?

A 5,496 feet.

Q And are you requesting the force pooling of
conventional gas reserves not only to include the designated
formati ons but any other formations excluding coal formations
whi ch may be between those fornmations designated fromthe

surface to the total depth drilled?

A Yes.

Q And what are the estinmated reserves of the
unit?

A 400 mllion cubic feet.

Q Now, are you famliar with the well costs

for the well under the plan of devel opnent?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board as Exhibit to the application?

A It has.

Q Was the AFE prepared by an engi neeri ng

depart nent knowl edgeable in the preparation of AFEs and
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know edgeable in regard to well costs in this area?

A Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs for the proposed unit
wel | under the applicant's plan of devel opnent?

A It does.

JIMKISER At this tinme, M. Chairman, |1'd like to
note there is an incorrect anmount for the conpleted well cost
in the application. It states 259,257. |If you |l ook at your
AFE, the actual conpleted well cost is actually...1'll let
M. Hall testify toit. But it's sonething different.

Q Coul d you state for the Board both the dry

hol e costs and the conpleted well costs for this well,

pl ease?
A The dry hole cost is $184,516
Q And the conpleted well costs?
A It’s $310,636.
Q That's correct. And that is different from

what was stated in the application and what was originally in
your letter of 259, 2577

A That's correct.

Q Usually it's ny fault, here it wasn't. Do

these costs anticipate a nmultiple conpletion?

38



© 00 N o o b~ w N P

N N DN R R R R R R R R R
N P O © 00 N OO0 0o B W N B+~ O

23
24

A | was just checking. It was ny fault. Yes.

Q Does the AFE include a reasonable charge for
supervi si on?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

KEN M TCHELL: One question, M. Chairman. Just to

be totally 100% sure, would you repeat the total depth of the
wel | again, please?

JIMKISER 5,496 feet.

KEN M TCHELL: On the |ast sheet you show 5, 546.

JIMKISER That's...on the AFE?
DONALD RATLI FF: On the AFE.

KEN M TCHELL: The very top on the | efthand side,

total depth 5546.

DON HALL: Um we'd probably need to go with the
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AFE figure then. That's what...what it's based on.

JIMKISER Al right. W'd like to anmend our
testinony then to state that the total depth of this would be
5546 rather than 5496. Thank you.

KEN M TCHELL: It sounds good to ne. | just wanted

to clarify which...the nunber he had testified to and the
nunber that was witten dowm. | just wanted to be sure which
one was correct.

BENNY WAMPLER: The nunbers on the dollars for the

dry hole costs and the conpleted well costs on the AFE are

correct?

JIMKISER  Yes, sir.

DON HALL: Yes.

BENNY WAMPLER: Ot her questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman.

KEN M TCHELL: | second.

BENNY WAMPLER:  Mbtion and second for approval.

Any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of a coal bed nmethane unit VC 535612, docket
nunber VGOB-03-0819-1174. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser, again, on behalf of Equitable Production Conpany.

Qur witness again will be M. Hall.

DON HALL
QUESTI ONS BY MR KI SER

Q If you' d state your nane for the Board, who
you' re enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District |andnman.

Q And you're famliar with the application we
filed seeking a pooling order for EPC well nunber VG 5356127

A Yes.
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(M. Kiser confers wth M. Hall.)

Q And is Equitable seeking to force pool the
drilling rights underlying the drilling and spacing unit as
depicted at Exhibit A of the application?

A W are.

Q And as you are allowed to under the field
rules order, did you seek a | ocation exception when you filed
your permt in that this application is outside the---?

A |'"'mnot sure if the permt application has
been filed yet. But if it has, we will seek a |location
exception under the permt process.

Q Does Equitable own drilling rights in the
unit involved here?

A Yes.

Q And prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nmade to work out a voluntary | ease regarding the
interest wiwthin the unit?

Yes.

Q What is the interest of Equitable within the
gas estate in this unit?

A W have 90. 15% | eased.

Q And the interest of Equitable in the coa
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estate?
A A 100%
Q Now, are all the unleased parties set at

Exhi bit B-3?

A They are.
Q And are you famliar with the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And what is the interest within the gas
estate that remains unl eased?

A 9. 85%

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned?

A Yes.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting the Board to force poo
all the unleased interest listed in Exhibit B-3?

A Yes.

Q Now, are you famliar with the fair narket



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, five year termand a

one-ei ghth royalty.

Q And these are folks we've force pool ed on
several occasions?

A Yes.

Q And in your opinion, do the terns you' ve
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A It does.

JIMKISER At this time, M. Chairman, I'd like to
i ncorporate the testinony that we just took in VGOB docket
nunmber 03-0819-1173 regarding the statutory el ection options
af forded the unl eased parties listed in B-3 and the vari ous
ti metabl es and obligations that they have under those
el ection options.

BENNY WAMPLER:  They wi Il be incorporated.

Q Ckay, M. Hall, this is a coal bed net hane



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

wel | and we do have a conflicting claimsituation. So, the
Board does need to establish an escrow account in accordance
with Exhibit E to the application?

A That's correct.

Q Okay, who should be naned the operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of this

proposed wel |l under the plan of devel opnent?

A 2476 feet.

Q And what are the estimted reserves for the
unit?

A 275 mllion cubic feet.

Q Now, are you famliar with the well costs

for the proposed well ?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board?

A It has.

Q Does this AFE represent a represent a
reasonabl e estimate, in your opinion, for the well costs for
this well?

A. It does.
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Q
costs are?

A
conpl eted wel |

Q
conpl etion?

A

Q

Coul d you state for the Board what those

The dry hole cost is $114, 750, and the
costs is $233, 812.

Do these costs anticipate a multiple

They do.

Does your AFE include a reasonabl e charge

for supervision?

A
Q

Yes.

I n your professional opinion, wuld the

granting of this application be in the best interest of

conservation,

correlative ri
A
JIM

the prevention of waste, and the protection of
ght s?

It woul d.

KISER. Nothing further of this witness at this

time, M. Chai

rman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No

audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI'M

Kl SER: M. Chairman, we'd ask that the

application be approved as submtted.
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BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

KEN M TCHELL: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al'l nmenbers signify by saying yes, but M.
Ratliff.)
BENNY WAMPLER.  Opposed, say no.

DONALD RATLI FF: | would abstain, M. Chairman.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemon the agenda is a petition from Equitable
Production Conpany for pooling of a conventional gas unit V-
502675, docket nunber VGEOB-03-0819-1175. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
again, JimKiser on behalf of Equitable Production. Again,
M. Hall will be the witness. He does have a revised Exhibit
B to pass out to the Board, and a revised B-3, and a revised

E
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(M. Hall passes out exhibits.)

JIMKISER E is not actually revised. Just B and
B-3. 1'll kind of explain what happened here, too. We...the
pl at...what happened was originally we had...if you'll |oo0k
at Tracts 5 and 6 originally it was...the only guy that
remai ns unl eased i s Adam Ben Hooper on five and these two
guys, Jerry Lecho and Dal e Kennedy, D.B.A., Hllbilly Land
Conmpany owned Tract 6. Then Hooper bought Tract 6 fromthose
guys. So, we just have one last tract...one |last tract and
then the only unl eased parties are Hooper and then an
unknown, the Wse Realty Conpany. So, the plat was al ways
right. The exhibits...the revised exhibits are now correct.

The original exhibits did not reflect---.

DON HALL: That acquisition was right about the
time with nmy filing for application and we got that plat
corrected, but the correct exhibit didn't get attached.

JIM KI SER  Yeah, apparently he bought that tract a
day or two right around the tinme the application was fil ed.
So, you have with these revised exhibits, the only thing that

needed to be revised was B and B- 3.

DON HALL
QUESTI ONS BY MR KI SER
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Q M. Hall, if you' d state your nanme again
for the Board, who you're enployed by and in what capacity?

A My nanme is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District |andman.

Q And you're famliar with the application we
filed seeking to establish a drilling unit and obtain a
pool i ng order for EPC well nunber V-502675, which was dated
July the 18th, 20037

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A W do.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nade to work out a voluntary | ease?

A Yes.

Q What is the interest of Equitable within the

unit under | ease?

A W have 87.81% | eased.
Q And you're famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.
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Q Ckay, now, subsequent to the filing of the
application, did you continue to attenpt to reach an

agreenent with the respondents?

A W have.

Q And you were unsuccessful, correct?

A That's correct.

Q And what is the percentage of the unit that

remai ns unl eased at this tine?

A 12. 19%

Q And are all those parties set out in Exhibit
B- 3?

A They are.

Q Now, we do have a unknown entity involved in

this unit, the Wse Realty Conpany, a partnership conposed of

J. H MCue and John W GQuntner.

A Yes.

Q Were reasonable and diligent efforts nmade
and sources checked to identify and | ocate those fol ks
i ncluding primary sources such as deed records, probate
records, assessor's records, treasurer's records and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes. That was a conpany that was forned
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around the turn of the twentieth century and shortly
t hereafter peopl e disappeared and the conpany di sappear ed.
They were unable to find any successor.

Q So, in your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in the exhibits?

A Yes.

Q And are the addresses set out in the Exhibit
B...the revised Exhibit B to the application the |ast known
addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest listed in Exhibit B-37?

A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, five year termand a

one-ei ghth royalty.

Q In your opinion, do the terns you' ve
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testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation for drilling rights to be paid
Within this unit?

A They do.

JIMKISER M. Chairman, at this tinme, we'd again
request that the testinony taken in VGOB docket nunber 03-
0819- 1173 regarding the statutory election options and the
time lines for the unleased parties to nake those el ections
be incorporated into this hearing.

BENNY WAMPLER:  They wi Il be incorporated.

Q M. Hall, we do, in this case, need the
Board to establish an escrow account because we do have an
unknown interest, is that correct?

A That's correct.

Q And who shoul d be naned t he operator under

any force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the depth of this proposed
wel | ?

A It's 5434 feet.

Q Is the applicant requesting to force pool

any conventional gas reserves not only to include the

desi gnated formations, but any other formations excluding
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coal formations which nay be between those fornmations
designated fromthe surface to the total depth drilled?
A Yes.
And what are the estimated reserves for this
unit?
A 250 mllion cubic feet.
Q And have you reviewed...has an AFE been
revi ewed, signed and submtted to the Board as an Exhibit to
this application?
A It has.
Q Does this AFE, in your opinion, represent a
reasonabl e estimate of the well costs for the proposed well
under the plan of devel opnent?
A Yes.
Q Coul d you state both the dry hole costs and
conpleted well costs?
A The dry hole cost is $177,147, and the
conpleted well cost is $295, 241.
BENNY WAMPLER: That's different fromwhat | have.

JIMKISER Different on the dry hol e, yeah.
BENNY WAMPLER:  On both for me. No, 295, 241 on

t he---.

JIMKISER  Yeah. The conpleted well cost is
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right.
BENNY WAMPLER:  Ckay.

JIMK SER The dry hole it looks like it should be
171, 147.

DON HALL: It is 171,147. That's a typo on this.
The conpleted is 295, 241.

BENNY WAMPLER:  Ckay.

DON HALL: That's what | said, wasn't it?

JIMKI SER No. You said 177, 147.

DON HALL: It's 171, 147.

JIMKISER  Right.

DON HALL: And the conpleted well cost is 295, 241.

JIMKISER Right. That's right.

DON HALL: That's correct.

JIMKISER D d you get that, Sharon?

(No audi bl e response.)

Q Does the AFE include a reasonable charge for
supervi si on?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste, and the protection of

correlative rights?



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A It woul d.
JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
KEN M TCHELL: | have two questions, M. Chairman
BENNY WAMPLER: M. M tchell.
KEN M TCHELL: Thank you, sir. M first question
| ooking for the real estate conpany, | believe, Wse Realty

Conpany or what ever.
DON HALL: Uh- huh.

KEN M TCHELL: D d you actually call the State

Corporation Comm ssion in R chnond and, if you did,
what...what was their statenent to you? 1Is it...because
you. . .people have to file yearly with the SCCif it's stil
up there.

DON HALL: Right.

KEN M TCHELL: So, are they out of...l nean, they

had nothing on their records other than---?
DON HALL: Nothing on their records. This was a
conpany that was forned around 1900.

KEN M TCHELL: Ckay.

DON HALL: And we find no further records of their
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exi stence beyond a short tinme after this at the State
Cor poration Conm ssion or...or any records in the Courthouse
or anyt hi ng.

KEN M TCHELL: Okay. Also, going back to itemten

for a mnute, | |ooked at your cost per drilling. Your item
nunber ten on the docket, your cost per drilling was $94.43 a
foot and the cost on this well is $54.33 a foot. It just

seened |i ke double the cost. Sonewhere there should...by ny
assunption, there should be sone sort of average cost per
foot to drill a well.

DON HALL: | can't address that. | don't...l don't
cal cul ate that cost per footage.

KEN M TCHELL: Ckay.

DON HALL: | really can't---.
KEN M TCHELL: | wanted to bring it to your

attenti on because---.
DON HALL: Yeabh.

KEN M TCHELL: ---that...you know, the one we did

on item nunber ten was twi ce as expensive to drill. Maybe
you' re going through a different sub-structure and your
engi neer factored that in.

JIMKISER Yeah, tenis a CBMwell and eleven is a

conventional well. But would you...would it be your
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testinony that the cost that you' ve testified to...conpleted
wel |l costs for these two wells would be in line and pretty
much average for the other wells that we've brought before
t he Board?

DON HALL: Yes.

KEN M TCHELL: Quite a nunber different. | just

wanted you to be aware of it.
DON HALL: 1'Il check with the engineering group
t hat prepared these---.

KEN M TCHELL: Sur e.

DON HALL: ---and see if they can get an answer for
you.

KEN M TCHELL: I'Il go with the cheaper cost,

personal | y.

DON HALL: A lot of it has to do with who you get
todrill it, too. Sonme rig costs are |little higher than
ot hers, but not that nuch higher, | don't think.

KEN M TCHELL: No ot her question, M. Chairmn

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that the
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1 application be approved as submtted, please.

2 KEN M TCHELL: Motion for approval.
3 DONALD RATLI FF:  Second.
4 BENNY WAMPLER:  Mbtion and second. Any further

5 di scussion?

6 (No audi bl e response.)

7 BENNY WAMPLER:  Al'l in favor, signify by saying

8 yes.

9 (Al nmenbers signify by saying yes.)

10 BENNY WAMPLER.  Opposed, say no.

11 (No audi bl e response.)

12 BENNY WAMPLER:  You have approval.

13 DON HALL: Thank you.

14 BENNY WAMPLER:  Thank you, M. Hall. The next item

15 on the agenda is a petition from Col unbi a Natural Resources,
16 Inc., for pooling of a conventional gas unit 825232, docket
17 nunber VGAEOB-03-0819-1176. W'd ask the parties that wish to
18 address the Board in this matter to cone forward at this

19 tine.

20 JIMKISER M. Chairman, Jim Kiser on behal f of
21 Col unbia Natural Resources. Qur witnesses in this matter

22 wll be Ms. Lynette Geen and M. Mchael Friend. W'd ask
23 at this time that these...both of these wi tnesses be sworn.
24
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(W TNESSES ARE DULY SVORN. )

MASON BRENT: M. Chairnman, before we get

started---7?

BENNY WAMPLER: M. Brent.

MASON BRENT: ---may | ask M. Kiser a question?

JIM KISER Ckay.

MASON BRENT: Are you aware of any change in

owner shi p of Col unbi a Natural Resources?
JIMKISER |'maware that one is going to take
pl ace, but | don't think it actually has.

MASON BRENT: There's no change?

JIM KISER No.

MASON BRENT: Okay. | recuse nyself fromthe next
two itens.

BENNY WAMPLER:  Ckay.

JIMKISER  Next nonth he m ght not have to do
t hat .

BENNY WAMPLER: | under st and.

JIMKISER Before we get started, |I'mgoing to
hand out M. Friend s resune. He has not testified
previously before the Board.

(M. Kiser passes out the resune.)

JIMKISER |I'mgoing to start wth Ms. G een, who
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has.

LYNETTE GREEN

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR. KI SER

Q | f you' d state your nane for the Board, who
you' re enployed by and in what capacity?

A My nane is Lynette G een. |'m enployed by
Col unbi a Natural Resources as a |and representative.

Q And you have previously testified before the
Board as a expert in |land matters on force pooling hearings?

A Yes.

Q Ckay. Now, are you famliar with the
application that we filed seeking an establishnment of a
drilling unit and seeking a pooling order for CNR well nunber
825232, which was dated July the 18th, 2003?

A Yes.

Q Does CNR own drilling rights in the unit
i nvol ved here?

A Yes.

Q And does the proposed unit depicted at
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Exhibit A, that being the plat, include all the acreage
wi thin 2500 feet of the proposed well 8252327

A Yes.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents within the
unit in an attenpt to work out a voluntary | ease agreenent
wi th each of thenf

A Yes.

Q And what is the interest of CNR that's under

lease in the unit?

A 72.38% of the unit.

Q And are you famliar with the ownership of
drilling rights of parties other than CNR underlying this
unit?

A Yes.

Q And what is the percentage of the unit that

remai ns unl eased?

A Unl eased 27.62%

Q Then have we previously also | eased these
interest owners...| nean, force pooled these interest owners?

A Yes.

Q Ckay, now, are all the unleased parties set

out at Exhibit B-37?
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A Yes.

Q Are the addresses set out in Exhibit Bto
the application the |ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-37?

A Yes.
Q Now, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, a five year term a

one-ei ghth royalty.

Q In your opinion, do the terns you' ve j ust
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A Yes.

Q Now, based on your testinony as to the one
interest owner within the unit who has not agreed to a

voluntary | ease, do you agree that they be allowed the
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follow ng options with respect to their ownership interest
wWithin the unit: One, participation; tw, a cash bonus of
five dollars per net mneral acre plus a one-eighth of eight-
eighths royalty; or three in lieu of a cash bonus and one-

ei ghth of eight-eighths royalty, share in the operation of
the well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator should be
entitled to his share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
thereof or agreenents relating thereto of such tracts, but
only after the proceeds applicable to his share equal A,
300% of the share of such costs applicable to the interest of
the carried operator of a | eased tract or portion thereof; or
B), 200% of the share of such costs applicable to the
interest of a carried operator of an unleased tract or
portion thereof?

A Yes.

Q Do you recommend that the order provide that
el ections by the respondent be in witing and sent to the
applicant at Col unbia Natural Resources, Inc., 900
Pennsyl vani a Avenue, Charleston, West Virginia 25302,

Attention: Mary Sue Shurborn?
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A Yes.

Q And at this time, should this be the address
for all conmmunications with the applicant concerning any
force pooling order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is properly nmade by a respondent, then
such respondent shall be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d the unl eased respondents be given 30
days fromthe date the order is executed to file their
witten el ections?

A Yes.

Q And i f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect that party
electing to participate to pay in advance that party's share
of conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a 120 days
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follow ng the recordation date of the Board order and
thereafter annually on that date until production is achieved
to pay or tender any cash bonus becom ng due under the force
pool i ng order?

A Yes.

Q Do you recommend the order provide if a
respondent elects to participate but fails to pay their
proportionate share of well costs satisfactory to the
applicant for the paynent of those costs, then their election
to participate should be treated as having been w t hdrawn and
voi d?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of the well costs, any cash sum
becom ng payable to such respondent be paid within 60 days
after the | ast date on which such respondent could have paid
or made satisfactory arrangenents for the paynent those
costs?

A Yes.

Q Ckay, this is a conventional well pooling.
We do not have any unknown or unl ocateable owners. So, the

Board does not need to create an escrow account, is that
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correct?

A That's correct.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Col unmbi a Natural Resources.

JIMK SER That's all | have for this w tness at
this time, M. Chairman.

BENNY WAMPLER:  Questions from nenbers of the Board

of this witness?

JIMMINTYRE: | have a question, is it known as to

why fol ks don't want to | ease? You stated that they were
force pooled in the past wwth an attorney's office.

LYNETTE GREEN. They have never |eased to us. And

this was...well, prior to Harris Hart's passing away, he

woul dn't lease to us. He is the attorney that represents

t hese people. So, we've gone back to his son who now
represents this Estate and he's | ooking at the | ease. But he
understood we were going to force himand that was okay.

BENNY WAMPLER:  So, you did contact him and tal ked

with him--.

LYNETTE GREEN:  Yeabh.

BENNY WAMPLER: ---each tine.

LYNETTE GREEN: Yes.
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BENNY WAMPLER: Ckay. Any other questions of this

W t ness?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

M CHAEL FRI END

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Friend, would you please state your
name, who you're enployed by and in what capacity?

A M chael Friend. Enployed by Col unbia
Nat ural Resources as a prospect engineer.

Q Now, since you have not previously testified
before the Virginia Gas and G| Board, would you take a
couple of mnutes and go through both your educati onal
background and your work history for the Board so they can

becone famliar with your expertise?

A Graduate of West Virginia University, degree
i n Petrol eum Engi neering, 1978. 1've been enpl oyed about
twenty-five years with various duties: Drilling Engineer,

Reservoir Engi neer and Superintendent and various aspects of
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t he busi ness.

Q So, you're famliar with the prospect area
that these wells were |ocated and then that we're forcing
pool i ng today, obviously?

A Yes.

JIMKISER Ckay. M. Chairman, |'d ask if anybody
has any questions for M. Friend regarding his work history
or background, and if not, that the Board accept his
qualifications as a expert witness in this area.

BENNY WAMPLER:  As you know, we don't...we don't go

t hrough any qualification per sey. But you nmay continue---.
JIMKISER Al right.
BENNY WAMPLER. ---with the acceptance of the

representation.

Q And your responsibilities include the |Iand
i nvol ved here and in the surroundi ng area?

A Yes.

Q And you're famliar with the proposed

expl oration and devel opnent of the unit here?

A Yes.

Q And what's the total depth of the proposed
wel | ?

A 5,535 feet.

68



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q And this will be sufficient to penetrate and
test the conmmopn sources as supplied in the subject
formati ons?

A Yes.

Q And is the applicant requesting the force
pool i ng of conventional gas reserves not only to include the
designated formations but any other formations excludi ng coa
formati ons which may be between those formations designated

fromthe surface to the total depth drilled?

A Yes.

Q And what are the estimted reserves for this
unit?

A 300 mllion cubic feet.

Q Now, are you famliar with the well costs

for the proposed well under the plan of devel opnent?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board along with this application?

A Yes.

Q Was the AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A. Yes.
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Q
both the dry
wel | ?

A

wel |l cost of

Q

Could you at this tinme state for the Board

hol e cost and the conpleted well cost for this

The dry hol e cost of $199, 863, conpleted
$370, 909.

Does this AFE, in your professional opinion,

represent a reasonable estinmate of these well cost?

A
Q
conpl eti on?
A
Q
for supervisi

A
Q

Yes.

Do these costs anticipate a nultiple

Yes.

Does your AFE include a reasonabl e charge
on?

Yes.

I n your professional opinion, would the

granting of this application be in the best interest of

conservati on,

the prevention of waste, and the protection of

correlative rights?

A

Yes.

JIMKISER Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER:  Who signed this...this guy wites

about |ike |

do. Wo signed this AFE?
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of this wi

M CHAEL FRI END: Mar k Hachett, | believe.

BENNY WAMPLER: Hachett ?

JIM KI SER.  Yeah. R Mark Hachett.
BENNY WAMPLER:  Ckay.

JIMKISER  Yeah, that's worse than | am
(Board confer anong thensel ves.)

BENNY WAMPLER:  Questions from nenbers of the Board

t ness?
(No audi bl e response.)

BENNY WAMPLER: I n your application, your depth

doesn't match your AFE. You've got 5632 feet.

one?

t esti nony.

M CHAEL FRI END: Yes.

BENNY WAMPLER: The AFE is 5535. Is it...which

M CHAEL FRIEND: This AFE is which, 55---7?

JIM KI SER 5535 and our application says 56---.
BENNY WAMPLER: And that was consistent with your

Your application was sonething different, though.

M CHAEL FRIEND: | think there m ght have been a

typo in the application. 5535 is---.

BENNY WAMPLER: |s correct?

M CHAEL FRIEND: ---on the G plat.

JIMKISER W're struggling this nonth. | was
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gone the week these were filed.

SHARON Pl GEON: See how hard it is without a

secretary.
JIMKISER. See how hard it is with one. Wll, |
don't envy you at all.

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted based on the testinony,
you know, as to the depth...the correct depth.

BENNY WAMPLER: | would say that if you...you know,

if you find that there is a difference there, if you would
just sinply anend the AFE and submt it to M. WIlson with
the correct depth on it certified.

M CHAEL FRI END: Yes.

BENNY WAMPLER. Ckay. |Is there a notion?

KEN M TCHELL: Mbtion, M. Chairnan

BENNY WAMPLER:  Mbtion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes, but Mason
Brent.)

BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. W have one

abstention and al so on the next one. The last itemon
today's agenda is a petition from Col unbi a Natural Resources,
Inc. for pooling of a conventional gas unit 825196, docket
nunmber VGOB-03-0819-1177. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser, again, on behalf of Colunbia Natural Resources.
Again, our witnesses wll be Ms. Geen and M. Friend. A
little cleanup work on this one before we even start. |
notified...in preparation for these hearings, | guess on
Friday, | notified Ms. Davis. | don't whether she got...she
probably didn't have tine to get the corrected exhibits, or
maybe she did, into the packages. |If she didn't, I'll get
those to you today. Wen we filed this application, the

Exhibit Bis correct. W just...once again, it's just one
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unl eased party. For sone reason there was two B-3s that got
into this one. No excuse ne...well...yeah, two B-3s. The
one for the last well we just did for the Bowen Estate people
got into this one along with the...so that needs to be taken
out. Then the B-3 that got for this well on Ervin Yates, if
you | ook in the last colum for gross acreage in the unit,
that 41%is obviously wong. It should be 0.41 and not 41%
So, if you'll renove the Exhibit B-3 that deals with the
well that we just pooled and then | will submt a corrected
B-3 for this well, which reflects the correct percentage
that's the gross acreage in the unit that's unl eased and

owned by M. Ervin Yates who is our only unl eased respondent

inthe unit. | apologize for that once again. | was on
vacation that week. | guess I'll have to nake sure that...the
week that these things have to be filed, |I'm not gone.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

LYNETTE GREEN

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Ckay, Ms. Geen, if you' d again state your

name for the Board, who you're enployed by and in what
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capacity?

A Lynette Green. |'m enpl oyed by Col unbi a
Nat ural Resources as a |land representative.

Q And do your responsibilities include the

|l and i nvol ved here and for this unit?

A Yes.
Q And are you famliar with the application
that we filed seeking an establishnment of a drilling unit and

seeking a pooling order for CNR well nunber 825196, which was
dated July the 18th, 20037

A Yes.

Q Does CNR own drilling rights in the unit
i nvol ved here?

A Yes.

(M. Kiser confers with Ms. Geen.)

Q And does the proposed unit depicted at
Exhibit A to the application, which is the plat, include al

acreage within 2500 feet, that being a 1250 foot radius of

proposed wel | ---7?
A Yes.
Q ---8251967?
A Yes.
Q Now, prior to filing the application, were
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efforts made to contact each of the respondents and i nterest
owners within the unit and an attenpt nade to work out a
voluntary | ease agreenent?

A Yes.

Q What was the interest under |ease to CNR
Wi thin the unit?

A 99. 64%

Q And are you famliar with the ownership of

parties other than CNR underlying this unit?

A Yes.

Q And what percentage remai ns unl eased at this
time?

A . 36%

Q 0. 36%%

A Ch, I'msorry. 0.36%

Q And are all the unleased parties set out in
Exhibit B-3 to the application, which is going to be revised

to reflect the correct percentage and the gross acreage?

A Yes.
Q Ckay. And we don't have any unknown or
unl ocateabl e entities in this unit. In your professiona

opi ni on, was due diligence exercised to | ocate each of the

respondents nanmed herei n?
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A Yes.

Q And are the addresses set out in Exhibit B
to application the | ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all the unleased interest listed in Exhibit B-3?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus for a five year term and

a one-eighth royalty.

Q I n your professional opinion, do the terns
you' ve testified to represent the fair nmarket val ue of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this particular unit?

A Yes.

JIMKISER M. Chairman, at this tinme we'd ask
that the testinony that Ms. Green just gave us regarding the

statutory election options afforded the one unl eased party
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and the tine lines in which that party would have to nake
those elections that was taken in VGOB docket nunber 03-0819-
1176 be incorporated into this hearing?

BENNY WAMPLER:  That will be incorporated.

Q Ckay, Ms. Green, it's a conventional well.
We don't have any unknown or unl ocateable owners. So, there
is not any need for the Board to establish an escrow account,
is that right?

A Yes.

Q And who shoul d be naned t he operator under
any force pooling order?

A Col unmbi a Nat ural Resources.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

M CHAEL FRI END

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Friend, do your responsibilities include

the land involved in this unit and in the surroundi ng area?
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A Yes.

Q And you're famliar with the proposed
expl oration and devel opnent of the unit here?

A Yes.

Q kay. And what is...wait a mnute before |
ask this question. Al right. Wat is the total depth of
t he proposed well under the applicant's plan of devel opnent?

A 5, 848 feet.

Q And this will be sufficient to penetrate and
test the conmmon sources as supplied in the subject
formations?

A Yes.

Q And is the applicant requesting the force
pooling of conventional gas reserves, not only to include the
desi gnated formations but any other formations excl udi ng coa
formati ons which nay be between those fornations designated

fromthe surface to the total depth drilled?

A Yes.

Q And the estimated reserves for this unit?
A 450 mllion cubic feet.

Q Now, are you famliar with the well costs

for the proposed well under the plan of devel opnent?

A. Yes.
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Q Has an AFE been revi ewed and signed by M.
Hachett, and submtted to the Board as Exhibit Cto the
appl i cation?

A Yes.

Q And this AFE was prepared by an engi neering
department know edgeable in the preparation of AFEs and in
particul ar knowl edgeable in regard to well costs in this
area?

A Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs for this well?

A Yes.

Q Coul d you state both the dry hol e cost and
the conpleted well cost for this well?

A The dry hole cost of $192, 896, conpl eted
wel | costs of $371, 014.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
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granting of this force pooling application be in the best
i nterest of conservation, the prevention of waste, and the
protection of correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

DONALD RATLI FF: M . Chai r man.

BENNY WVAMPLER M. Ratliff.

DONALD RATLIFF: M. Friend, the AFEs been updated

on 7/15/03. Even though | don't work there anynore, | don't
think the Pittston Conpany exists anynore. | think they're
operating under the (inaudible) Conpany. | don't think the
Pittston Conpany is a legal entity anynore.

BENNY WAMPLER:  What you'll need to do is get an

updated AFE reflecting the correct nane of the |ease he's
goi ng by.

JIMKISER | don't think that's reflected in the
public records yet, though---.

LYNETTE GREEN: That's right.

JIMKISER ---which | think is probably the duty

that woul d be on the applicant.
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BENNY WAMPLER: It would be.

JIMKI SER  Ri ght.
BENNY WAMPLER:  Yes. Ckay.

JI' M Kl SER: You' re correct. But | don't think
there's---.

KEN M TCHELL: M. Chai rman, one technica

questi on.

BENNY WVAMPLER® M. Mtchell.

KEN M TCHELL: Strictly technical. | don't know,

Jim if it's you or whoever. But on your AFE, at the top it
says "Page 1 of 2", | only have one. So, | can only presune
that there wasn't a two and it was just when your conputer
printed it out---.

JIMKISER  That's correct.

KEN M TCHELL: Ckay. Ckay, | didn't---.

JIMKISER That's all | have, too.

KEN M TCHELL: Just trying to clear up the

technical side of it.

BENNY WAMPLER:  Thank you. Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that the

application be approved as submtted with the condition that
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a revised B-3 be subnitted.

second?

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Mbtion to approve. |s there a

KEN M TCHELL: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi ons?

yes.

Ratliff.)

Chai r man.

abst ai ns.

opposed.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes, but Donald

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

DONALD RATLI FF: | think | should abstain, M.

"' mnot sure.

BENNY WAMPLER: M. Ratliff abstains and M. Brent

You have three...three votes in favor and none

The last thing | have today is the mnutes and the

results of the hearing that we had July the 15th, 2003, which
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you shoul d have had in your packet. 1'd ask if there's any

corrections to that. If not...or discussion. If not, 1I'd
ask for a notion to approve.

KEN M TCHELL: Modtion to approve mi nutes of the

July the 15th, 2003 neeting.
MASON BRENT:  Second.

BENNY WAMPLER: Mbtion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

you have anything, M. WIson?

BOB W LSON: No, sir.

BENNY WAMPLER:  That concl udes the heari ng.

Do
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcribed by nme personally.

G ven under ny hand and seal on this the 9th day of

Sept enber, 2003.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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